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E.O. 11652: N/A 
TAGS: EFIN BA 

SUBJECT: OFFSHORE BANK ISSUES FIRST CD'S 

THE UNION DE BNNQUES ARAB & ERANCAISES (UBAF) OFEERED THE 
FIRST CD'S IN THE BAHRAIN MARKET ON APRIL 16. THIS IS THE 
FIRST CD ISSUE IN AN ARAB MARKET DENOMINATED IN DOLLARS. 

THE $ 20 MILLION ISSUE WILL MATURE IN THREE YEARS AND CARRY 
1/4 PERCENT OVER THE BAHRAIN INTERBANK DEPOSIT RATE. THE ISSUE 
WILL BE MANAGED FOR UBAF BY THE BAHRAIN OEFICE OF MERRILL 
LYNCH INTERNATIONAL WHO WILL OPERATE A SECONDARY MARKET. 

2. EMBASSY COMMENT: THIS IS A LONG EXPECTED NEXT STEP IN 

THE GROWTH AND DEVELOPMENT OF BAHRAIN'S INTERNATIONAL BANKING 

COMMUMITY. NWAN MOORE, EORMERLY DIRECTOR GENERAL AND PRESENTLY 

ADVISOR TO THE BAHRAIN MONETARY AGENCY, HAS BEEN 
STRONGLY ENCOURAGING OFFSHORE BANKS TO ISSUE CDS EOR MORE 
THAN A YEAR. IT IS HOPED THAT THIS MAY HELP TO OVERCOME 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 MANAMA 01000 010628Z 

ONE OF THE WEAKNESSES OE THE LOCAL BANKING SYSTEM-THE TENDENCY 
OF ALL LOCAL DEPOSITORS TO DEPOSIT FOR 90 DAY PERIODS 
WHILE LENDING IS MUCH LONGER TERM. THE BMA HAS ALSO ENCOURAGED 
CDS AS NECESSARY TO DEVELOPMENT OF A SECONDARY (AND MORE 
COMPLETE) MONEY MARKET. PRELIMINARY COMMENTS EROM THE 
BANKING COMMUNITY INDICATE THE MOVE IS WELCOME NOW, EVEN 
BY THE EARLY DOUBTERS. 
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